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ABSTRACT  
 
For more than 50 years now, banks and investors have used bankruptcy prediction models to assess 

business' financial health. The development of such models has dramatically increased as economic 

crises involving gigantic companies are more frequent nowadays. Additionally, the advancement of soft 

computing science is offering new tools that can be applied to financial forecasting and assist the 

decision-makers when judging a business' financial health. Moreover, it helps to develop models that are 

suited to new market conditions. Another important issue is that due to the scarcity of publicly available 

data, there is still a limited number of models focusing on private micro, small, and medium companies.  

That is why studies based on data sets created for countries during crisis times that focus on private 

micro, small, and medium companies are a necessity. 

As a result, the purpose of this doctorate dissertation is to develop models that predict bankruptcy in 

situations of financial crisis for micro, small, and medium private companies in Greece. The sample for 

this dissertation consists of 100 bankrupt and 100 non-bankrupt micro, small, and medium private 

companies. These companies are paired by their type of activity, size, and the year of examined financial 

statements.  

In Greece, there are only three studies that have collected data from more than 61 bankrupt companies 

and all of them examine big companies. Thus, it was vital to collect an adequate sample of 100 bankrupt 

companies. A total of 50 financial ratios from 200 companies were evaluated across three years. 

Additionally, two different approaches to selecting variables and four different tools for developing 

bankruptcy prediction models were explored. A total of eight models were estimated. The experts' 

approach to selecting variables was used in one set and the statistical approach was used in the other 

set. In addition to comparing the effect of variables selection approach on the models’ performance, it 

was also compared the effect of examined statistical and artificial intelligence tools on models’ 

performance.  

The neural network model provided the best performance, while the set of variables established with the 

statistical approach provided further improvements in the predictive accuracy of this artificial intelligence 

tool. Therefore, it is concluded that authorities of companies, institutions, or nations should analyse and 

scrutinize their data first. Furthermore, managers and decision makers of financial institutions need to use 

soft computing methods like neural networks to achieve better, more accurate results to help them 

respond to crises faster. More of that, based on both approaches to variable selection, leverage and 

liquidity-related ratios were considered important for the financial health of the companies in this study. 

Consequently, it is advised for decision makers and governments to provide SMEs and micro companies 

with available funds and supportive policies during the times of financial crises. 
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